This paper investigates the effects of different job categories on households' likelihood of experiencing financial distress. Given imperfect financial markets and the absence of unemployment subsidies, households with less secure jobs are likely to experience drops in income more frequently than households with well-protected jobs. Households' abilities to deal with financial decisions (i.e. financial literacy) can mitigate these problems. Our results suggest that greater job insecurity increases the probability of being in financial distress similarly than other working statuses (e.g. unemployment), and in some cases even more (i.e. part-time workers). However, a high level of financial literacy can counterbalance this effect, especially for atypical workers. This research has benefited from discussions with a number of people. We would like to thank Fabrizio Coricelli, Vasso Ioannidou, Paola Valbonesi, who provided valuable feedback. We would also like to thank participants of the internal seminar at Royal Holloway,
Introduction
Labor regulations that govern temporary contracts have been continuously reshaped and eased during the last 25 years in Europe, and have been accompanied by the spread of job insecurity.
The most significant recent relaxation of job protections occurred mainly in countries that had the strictest employment protections in the early 1990s, such as Italy or Spain (OECD (1994a), Sala et al. (2012) ). Although there has been convergence in employment protection regulations among European Union member states, the provisions in case of job loss still vary widely across countries. For example, in Italy the funds allocated to unemployment benefit programmes in 2005 are 0.5 per cent of GDP, as against 1.6 per cent in the EU-27. Italy also remains one of the few European countries still lacking an income support programme for persons excluded from the labour market (Bank of Italy (2008)).
In this regard, it is important to investigate the interactions between labour market policies and financial market imperfections, as both financial markets and redistribution policies play a role in insuring individuals against "bad luck" (i.e. the loss of a job, see for example Pagano and Volpin (2008) and Gatti et al. (2012) ). Access to financial instruments, for example, by allowing risk-averse workers to prolong the search for a new job, may allow them to seek out those jobs where they will be most productive (see Giannetti (2011) ). On the other hand, a lack of access to insurance and other financial instruments implies that workers have to rely on government redistribution in order to smooth their consumption over time.
Motivated by such issues, in this paper we focus particularly on the relationship between income uncertainty and financial distress. Specifically, the main contribution of our work is to distinguish the effects of different job categories on the probabilities of experiencing troubles in keeping up with payments. Households with less secure jobs are likely to experience income drops more frequently than households with stable and well-protected jobs, as temporary workers are subject to a higher probability of unemployment and earn lower wages (see, for example, Picchio (2006) ). Potentially, these households may also experience income drops more severe than households who can rely on unemployment benefits (Jappelli and Pistaferri (2010) ). Therefore, especially in the absence of unemployment benefits, these households will have more volatile income (Cappellari and Leonardi (2013) ), and will find it more difficult to 1 smooth their consumption over time (Benito (2006) , Pistaferri (2009), Browning and Crossley (2009) ). On the top of that, households with unstable income flows will lack easy access to credit as banks consider them to be riskier borrowers. That is, income uncertainty is expected to exert an effect on both the probability of being faced with credit constraints and the probability of experiencing financial distress. Differently from other papers, we can rely on direct indicators of credit constraints.
Recent contributions in the literature have also highlighted the importance of behavioural characteristics and individual financial capability on financial distress (see McCarthy (2011) , Lusardi and Mitchell (2007) , Lusardi and Tufano (2009) ) as well as the role of risk attitudes in choosing among types of occupation (see Cramer et al. (2002) , Bonin et al. (2007) ). Thus, depending on households´characteristics (e.g. risk aversion, time preferences, wealth endowment) and their level of financial literacy in making financial decisions, households will differ in their ability to smooth their income over time. In this regard, the dataset we use in our empirical analysis provides information on the level of financial literacy and risk aversion.
Our research questions can thus be summarized as follows: How does job insecurity translate into financial distress? Can access to credit and financial literacy mitigate financial distress? Our results suggest that heads of households with insecure jobs are more likely to experience financial distress. This probability is similar to that of unemployed heads of households, and even higher for heads of households who are employed on a part-time basis. However, higher levels of financial literacy counterbalance the observed negative effects, especially for atypical workers. These results also appear robust in our panel specification, which controls for unobserved head of household's characteristics, for job insecurity measured at family level, as well as for endogeneity problem.
The remainder of the paper is structured as follows: Section 2 reviews the literature on the determinants of financial distress, Section 3 introduces the data used in the current study, while Section 4 covers the econometric techniques used and Section 5 presents estimation results. We will rely on a cross-sectional specification which will support our results with a panel specification for a smaller subset of households. Section 6 presents some robustness analyses of our results to endogeneity problem, model specification and behavioural characteristics. Finally, Section 7 summarizes and concludes our argument.
LITERATURE REVIEW
In the wake of the financial crisis, there is a vast and growing literature, which examines the causes of household financial distress. The definition of financial distress varies across different studies -mostly depending on the dataset at hand -and may range from being "unable to have a holiday" to a more general inability to "make ends meet". In general, the characteristics investigated as possible causes of financial distress include age, sex and marital status, family structure and composition, source and level of household income, debt repayment of various type. For example, Fricke et al. (2007) use the German Socio-Economic Panel (SOEP) and find that age, education and living in partnership significantly reduce debt-related financial problems whereas unemployment has a significant positive effect. Betti et al. (2007) find that over-indebtedness is more frequent among young high-income individuals and lone parents. Brown and Taylor (2008) use the British Household Panel Survey and find that the sources of income are a potential source of financial distress: households with a retired head are more likely to report housing finance difficulties than employees. They also find that previous experience of financial distress is positively associated with the current financial position of the household. Worthington (2005) use the Household Expenditure Survey on Australian Households and provides evidence that financial distress is very much a function of the demographic and socioeconomic characteristics of households (e.g. households on government benefits) and, to a lesser extent, debt portfolios.
Recently, several scholars have highlighted the crucial role of financial literacy on household financial outcomes. With regard to financial distress, McCarthy (2011) looks at the effect, among other factors, of financial literacy on the ability of British and Irish households to manage their income. She finds that financially literate individuals are less likely than financially illiterate individuals to experience financial distress. Lusardi and Tufano (2009) also find a link between debt literacy and over-indebtedness finding that individuals with lower levels of debt literacy tend to judge their debt as excessive, even after controlling for many demographic factors. Their analysis also indicates that about a third of the fees and charges paid by low literacy individuals are related to lack of financial knowledge.
In addition to financial literacy, a number of papers specifically address also the role of behavioural characteristics -such as the capacities for self-control or planning -in affecting the individual ability to stay out of financial troubles. In particular, McCarthy (2011) shows that while demographic and economic variables are important determinants of who gets into financial difficulties, behavioural factors also matter, having a stronger impact than education or financial literacy. Relying on survey of Italian households, Anderloni et al. (2012) find that impulsive individuals are more subject to financial distress. Walker (1996) , after controlling for demographics and income variables, also finds that time-preferences, financial management and attitudes towards debt are important predictors of the level of household's financial distress.
By looking at the relationship between job insecurity and household ability to keep up with payments, this paper is also indirectly related to the literature which relates different conditions in the labour markets to household consumption smoothing: for working-age individuals, the most important source of uncertainty is without any doubt labour income. The main testable implication of the life-cycle-permanent-income models is that consumption should respond to unpredictable changes to an extent that depends on the characteristics of the shocks itself (i.e. permanent or transitory). From the empirical literature on this topics, however, it emerges that consumption tends to react above what is implied by the consumption smoothing hypothesis and that consumers do not revise their consumption fully in response to permanent shocks (see Jappelli and Pistaferri (2009) for a review). The main reasons have been identified in liquidity constraints and insurance opportunities. In this regards, the conditions that the individuals simultaneously face in the labour market must play an important role. Bertola and Koeniger (2007) , for example, study how workers desire and ability to borrow against future labour income depend on institutional features of both labour and credit markets. They show that labour income instability reduces desired borrowing by individuals who expect their income to grow and make it easier for them to obtain credit. Along this line, Magri (2007) using Italian data tests whether credit market reforms in the '90s might have different impacts according to the differ-ent condition faced by the workers in the labour markets. She finds that self-employed workers have benefited the most of the reduction in credit market imperfections, whereas she observes an increase in the average amount of consumer loan only for the young employees with a guaranteed job contract. Benito (2006) , using microdata on British households, provides evidence of significant precautionary saving effects associated with unemployment risk. In particular, the effect of unemployment is estimated to be significantly stronger for younger households and those households without non-labour sources of income, which reduce non-durable consumption (i.e. food consumption) and delay the purchase of durables.
To summarize, the literature has investigated several drivers of household financial distress.
In addition to demographics characteristics, the level of financial literacy -as well as the behavioural traits -of the head of the household have emerged to play an economically important role. A number of papers have also started to jointly investigate the structure of the financial and labour markets as determinants of consumption smoothing, finding that different imperfections in the credit markets can have a different impact on the household consumption behaviour depending on the conditions the individuals face in the labour market. However, none of these studies has yet disentangled the effect of different types of job insecurity on households' financial distress. This is the aim of our paper and of the following empirical investigation.
DATA DESCRIPTION
In order to perform our empirical analysis, we will rely on the Italian Survey on Household First, the survey covers questions on all the aspects of our research interests for at least three years, allowing us to perform panel data analyses in addition to cross-sectional analysis.
Second, using Italian data is particularly pertinent to our research questions as Italy has recently experienced a great increase in job insecurity due to labor market reforms which introduced new (and less-protected) types of work contracts. 1 Finally, in Italy only a few workers are granted subsidies, thus potentially making credit constraints even more stringent for a large number of workers Pistaferri (2009, 2010) ). Using the data from Italian National Statistical Institute (Istat)'s labour force survey and the EU-SILC survey of household incomes, the Bank of Italy has estimated that in addition to the vast area of unreported workers, roughly 1.6 million employees or quasi-employees would not be eligible in 2009 for any benefits in the event of a temporary or permanent layoff (even after the Government's targeted measures).
These are payroll employees lacking the seniority or social security contribution requirements and managers and quasi-employees for whom there is no provision for unemployment benefits or wage supplementation. 2 The amount and duration of benefits also differ according to type of employment contract.
Because we are particularly interested in the effect of job insecurity on financial distress, we will only utilize data pertaining to the heads of households who were in the labor force in either one of the two surveys (i.e. employed, self-employed and unemployed), thus excluding retired persons, homemakers, and individuals leaving of independent means. Table 1 reports descriptive statistics for the selected panel and cross-section sample. It is important to notice that in the following analyses, we will rely on the survey weights provided by the Bank of Italy in order to avoid inaccurate estimates and standard errors (Faiella (2008) ). The estimates will therefore refer to the overall population.
Measuring financial distress.
In accordance with the recent literature (see for example McCarthy (2011), Lusardi and Mitchell 1 Key reforms include the 1997 Treu measures (Law 197/1997 ) and the Biagi reform of 2003 (Law 30/2003) , both aimed at improving labor market flexibility. The Treu measures, named after then-Labor Minister Tiziano Treu, were the first legislative measures aimed at increasing flexibility via labor market reform "at the margin," primarily by introducing temporary contracts and providing incentives for part-time work. Another law passed in the same year (Law 469/1997) concerning the privatization and decentralization of job centers abolished the principle of a public monopoly on employment services. The Biagi reform, named after the late Marco Biagi, advisor under the 2001-2006 Berlusconi government, further deregulated the use of atypical work arrangements, such as temporary agency work (staff-leasing) and part-time work, and introduced new forms of atypical work arrangements such as on-call jobs (lavoro intermittente), job sharing and occasional work (lavoro a progetto).
2 For a detailed description see the Labour Market Section -especially • Is your household's income sufficient to see you through to the end of the month? with great difficulty| with difficulty |with some difficulty | fairly easily |easily| very easily Specifically, we coded the answers to this question into a categorical variable "OSTRUGGLES", which ranges from 1 (very easily) to 6 (with great difficulty). In 2010, about 42% of the sample reported having no difficulties keeping up with their income, 29% reported having some difficulties, whereas 14% reported having difficulties and great difficulties. Similar percentages can be observed for our balanced sub-sample. Since this question refers to the financial situation of the entire family, in the following analyses we take care of checking the robustness of our results to the inclusion of other regressors that can be computed at the family level (e.g. job insecurity). 
Measuring job insecurity.
Our definition of an insecure job is based on the type of contract that governs the main employment relationship for the head of the household at the end of the year (a fixed-term or short-term contract). We construct indicators of job insecurity by defining five -mutually exclusive -job categories. First, we can identify those persons who might work regularly for one or more employers but are not on payroll ("ATYPICAL"). Secondly, we can identify those workers who, despite being on payroll, do not have a stable contract; that is, those who have either fixed-term or temporary jobs ("INSECURE"), and conversely, those who do have a permanent contract ("PERMANENT"). Thirdly, we identify those workers who are mainly self-employed ("SELF-EMPLOYED") or are unemployed at the end of the year ("UNEMPLOYED"). 3 Among the workers who are on payroll, we can also identify those who answered that they were working on a part-time basis, whereas for those who were self-employed we could identify part-time workers whenever the weekly hours were below 35 hours per week ("PART-TIME"). 4 Further, we can also control for the total number of activities a worker has performed in his or her entire life ("NUMBER JOB EXPERIENCES"). Since the SHIW explicitly reports the type of contract for every household wage earner, for each head of household, we compute the total number of family members under insecure and atypical contracts during the year ("NUMBER INSECURE FAMILY" and "NUMBER ATYPICAL FAMILY"), or who are unemployed at the end of the year ("NUMBER FAMILY UNEMPLOYED"). These latter group of variables enable us to control for job insecurity at family level. Table ( 2) reports correlation among the variables describing the characteristics of the head of household's job(s). It is interesting to note that most of the part-time activities undertaken are not permanent, meaning that the part-time dummy is in most cases capturing a less secure kind of job. In particular, working on a part-time basis is positively associated with a self-employed activity, particularly an atypical one. Furthermore, the number of job experiences during an individual's life-time is positively associated with current atypical and insecure jobs, as well as with self-employed activities.
Measuring financial constraints.
The survey also provides information about households that were denied credit or discouraged from borrowing during the year. We used the following questions to determine indicators of financial constraints:
• Did the household contact a bank or financial company in 200_ with a view to obtaining a loan or mortgage? Yes | No
• Was the request granted in full, granted in part or refused? granted in full |granted in part | refused
• During 200_ did you or a member of the household consider applying for a mortgage or a loan from a bank or financial company but later change your mind because you thought the request would be refused? Yes | No
In particular, we constructed an indicator "ASK CREDIT", which is a dummy variable equal to one if the respondent had contacted a bank or a financial company to obtain a loan or a mortgage, and -conditional on having looked for credit -two indicators of financial constraints: "FIN CONSTRAINTS 1", which is a dummy variable equal to one if the respondent had either been refused or partially granted a loan or mortgage, and zero otherwise; and "FIN CONSTRAINED 2", which is a dummy variable equal to one where "FIN CONSTRAINED 1" is equal to one or the respondent had been discouraged to apply for a loan and mortgage, and zero otherwise. Furthermore, in order to take into account the possibility of having financial access, we constructed a dummy variable equal to one wherever the respondent had a bank or post-office (current or savings) account ("BANK ACCOUNT"). In 2010, less than 2% of Italian households reported being financially constrained. This percentage is slightly above 7% when one takes into account the households that were discouraged to apply for a loan. If we consider the balanced sub-sample, we can observe similar percentages. Similarly, in both samples, we can observe that more than 90% of the respondents had access to either a bank or post-account.
In Table ( 3), we report the correlation among the main variables describing the characteristics of the head of household's job(s) and our indicator of financial constraints. From this table, it is interesting to note that insecure works are those more actively looking for credit, and -conditional on asking for credit, they are those more likely to see their requested (totally or partially)
rejected.
Measuring financial literacy.
In only two answers were directly comparable across surveys and no significant differences in the percentage of correct answers were found. Therefore, to compare the level of financial literacy across across surveys, and to additionally have a concise indicator of financial literacy that is not affected by total numbers of questions, we construct the following min-max indicator:
5 The precise wording of those three questions is:
1. Imagine you receive this statement from your bank; can you tell me what sum of money is available at the end of May? Amount in Euros |Don't know 2. Imagine leaving €1,000 in a current account that pays 2% annual interest and has no charges. Imagine also that inflation is running at 2%. Do you think that if you withdraw the money in a year's time you will be able to buy the same amount of goods as if you spent the €1,000 today? Yes | No, I will be able to buy less | No, I will be able to buy more | Do not know 3. Which of the following types of mortgage do you think would allow you from the very start to fix the maximum amount and number of installments to be paid before the debt is extinguished? Floating-rate mortgage | Fixed-rate mortgage | Floating-rate mortgage with fixed installments | Do not know
which basically relates the total number of correct answers (the numerator) with total number of possible correct answers (the denominator), while taking into account the total number of posed questions. (2007)). Because some occupations are riskier than others in terms of risk of injury, fatality, or insufficient earnings, occupational choice is likely to depend on an individual's attitude towards risk. In the survey, it was possible to use the following question to capture risk aversion on the part of the head of the households:
• How would you describe your attitude when you manage your financial investments? Are you someone who looks for very high returns, regardless of a high risk of losing part of your capital | a good return, with reasonable security for your invested capital | a reasonable return, with a good degree of security for your invested capital | low returns, without any risk of losing your capital Specifically, we constructed a categorical variable ("RISK AVERSION") which is equal to four for individuals who are highly risk averse (i.e. they prefer low return and low risk of losing their capital), to three for individuals who are moderately risk averse (i.e. they prefer reasonable return with a good degree of security), to two for individuals who are moderately risk loving (i.e. they prefer good return with reasonable security for their capital), and to one for individuals who are highly risk loving (i.e. they prefer high returns regardless of the risk of losing part of their capital). 6 We also collected demographic information, including the household head's sex ("SEX"), 
AGE
Age of the head of the household.
SINGLE
Dummy variable equals to 1 for all respondents reporting to be single, and 0 otherwise.
DIVORCED
Dummy variable equals to 1 for all respondents reporting to be divorced, and 0 otherwise.
WIDOW
Dummy variable equals to 1 for all respondents reporting to be widow, and 0 otherwise.
SEX
Sex of the head of the household.
EDUCATION
Categorical variable measuring the level of education of the head of the household.
FAMILY SIZE
Household number of components.
FAMILY INCOME HOLDERS
Household number of components earning an income.
HOUSE PROPERTY
Dummy variable equals to 1 for all respondents reporting to be owner of the house the household is living in, and 0 otherwise.
DEBTS
Dummy variable equals to 1 for all respondents reporting to have outstanding debts (i.e. mortgage on the first house, debts from family or friends, and debts for acquiring goods).
log INCOME
Logarithm of the income of the head of household, which takes into account all sources of income (e.g. benefits if unemployed)
UNEMPLOYED
Dummy variable equals to 1 for all respondents reporting to be unemployed, and 0 otherwise.
PERMANENT
Dummy variable equals to 1 for all respondents reporting to have a permanent job, and 0 otherwise.
ATYPICAL
Dummy variable equals to 1 for all respondents reporting to be atypical (self-employed) workers in their main activity, and 0 otherwise.
PART TIME Dummy variable equals to 1 for all respondents reporting to have a part-time job, and 0 otherwise.
NUMBER JOB EXPERIENCE
Numerical variable measuring the total number of job experience the head of the household had in his life.
INSECURE FAMILY
Numerical variable measuring the total number of insecure activities in the year in the family .
SELF EMPLOYED FAMILY
Numerical variable measuring the total number of self-employed activities in the year in the family.
UNEMPLOYED FAMILY
Numerical variable measuring the total number of unemployed individuals in the year in the family.
BANK ACCOUNT SAVINGS
Dummy variable equals to 1 for all respondents reporting to have either an account either at a bank or at the post-office, and 0 otherwise.
ASK CREDIT
Dummy variable equals to 1 for all respondents reporting to have contacted a bank or a financial company to obtain a loan or mortgage, and 0 otherwise.
FIN CONSTRAINED 1
Dummy variable equals to 1 for all respondents reporting to have been refused or partially granted a loan or a mortgage, and 0 otherwise.
FIN CONSTRAINED 2
Dummy variable equals to 1 for all respondents reporting to have been refused, partially granted a loan or a mortgage, or to have been discouraged to apply for it, and 0 otherwise.
MIN MAX LITERACY
Numerical variable measuring the total number of correct answers on financial issues in relation to the maximum and minimum number of correct answers.
RISK AVERSION
Categorical variable measuring the level of risk aversion of the head of the household.
"WIDOW" or "MARRIED"), income ("LOG INCOME") and debts ("DEBTS"). In particular, the variable "LOG INCOME" measures all possible sources of income for each respondent in each year, including any possible transfer from private or public entities, whereas the variable "DEBTS" is a dummy equal to one where the respondent reported having either a mortgage or a debt for acquiring goods (e.g. vehicle), or a debts towards family or friends. 7 We can also include information on the household's property ("HOUSE PROPERTY"), size ("HOUSEHOLD SIZE"), and on the number of persons in the household who are income holders ("FAMILY INCOME HOLD-ERS").
Table (4) reports the description of the variables used in our empirical investigation. 7 We checked the robustness of our results, also controlling for each type of debt, separately.
Empirical models
In accordance with the variables specification discussed in Section 3, we estimated the following probability function for households that experienced financial distress:
where u is logistic distributed with F(x) = e x /1 + e x and
In the ordinal logit specification the dependent variable is "OSTRUGGLES" (y it ), which considers all the possible range of income difficulties, from "very easy" to "with great difficulties".
In other words, we observe an individual in a financial situation k (with k = 1, ...., K) where the financial situation (an unobservable latent variable y * it ) does not pass specific threshold τ, which is assumed to be strictly increasing (τ k < τ k+1 ∀k) and τ 1 = −∞ and τ K+1 = ∞.
We performed two types of analyses specifically: a cross-sectional ordinal logit analysis for the probability of experiencing financial distress, and a panel ordinal logit analysis, which allows us to control for unobservable individual characteristics (µ i above).
In addition to the head of the household's job (e.g. PERMANENT, PART-TIME) and demographic characteristics (e.g. AGE, EDUCATION, SEX), we include among our regressors the head of household's financial access (i.e. FIN CONSTRAINTS and BANK ACCOUNT), and level of financial literacy. We also controlled for household characteristics (e.g. HOUSEHOLD SIZE, HOUSE-OWNERSHIP, DEBTS), and for job insecurity measured at family level (e.g. INSECURE FAMILY). In the robustness section -for a smaller number of subjects -we also controlled for behavioral characteristics.
Estimating equation (1) in a panel setting implies accounting for unobserved personality traits (µ i ) that may be correlated with explanatory variables, while at the same time accommodating the ordinal nature of the dependent variables. In this case, in fact, the standard recoding of the ordinal response into a binary response, by defining for example a threshold above which the value would take the value of one (e.g. individuals with some difficulties, k ≤ 3) -could lead one to disregard important variations in the original variable. Although it has been a standard strategy applied in the literature, Baetschmann et al. (2011) have recently shown that it could lead to inconsistent estimates. In particular, they show that all the estimators based on the conditional logit estimator (Chamberlain (1980) ) on the recoded variable are largely inconsistent.
They also propose a new estimator ("Blow Up and Cluster" -BUC) which recodes the original variable into k − 1 different dichotomizations using k − 1 thresholds, duplicates k − 1 times each observation of the original data ("blowing-up"), and then applies to this new dataset a standard conditional logit estimators with clustered standard errors ("cluster"). In their Monte Carlo analysis Baetschmann et al. (2011) show that this estimator outperforms other traditional estimators where the ordered dependent variable displays extremely low response for some categories with a short time span.
To account for the panel structure of our dataset, we will also estimate a random ordinal logit model with clustered errors (Rabe-Hesketh and Skrondal (2008)). A random structure is to be preferred when the dataset unit heterogeneity (i.e. "between-groups" variability) isas in our case -larger than "within-groups" variability (see Molenberghs and Verbeke (2000) ).
In particular, the random intercept model treats the individual-specific effect (µ i ) as a random variable with a normal distribution, and eliminates it by integrating over this distribution.
Results

Cross-sectional results: Ordinal logit
Table (5) reports results from the ordinal logit specification. We report exponentiated coefficients that can be thought of as the odds ratio ( Pr(y≤k) /Pr(y>k)) of being in a higher category for a one-unit variable change: odds greater than one suggest a positive effect, whereas a rate lower than one suggests a negative effect. The base job category, on which estimates must be compared, is represented by heads of households with a permanent job ("PERMANENT"). Results for demographic variables and income are in line with the literature. Older individuals in particular are less likely to experience financial struggles, 8 whereas financial struggles are more 8 The square of age was included in the analyses performed; this was ultimately not significant. likely for people who have suffered relationship breakdowns, live in bigger families, and who do not own their homes. The level of income has a negative effect (i.e. the odds ration is less than one), meaning that individuals with higher income are less likely to experience financial struggles.
Work type and status also matter for financial distress: individuals with a greater number of insecure jobs will be approximately 7% (i.e. an odds ratio ≈1.07) more likely to experience financial distress than individuals with a permanent job (the base category). This effect is economically and statistically similar to the one for unemployed individuals, which is equal to 9%.
However, it is important to note, that for individuals with insecure jobs there might be an additional effect of 5% which arises from having a part-time job (see column b) and an additional 1% when controlling for the number of job experiences (see again column b). For atypical workers the results are instead not statistically significant, although even in this case we cannot exclude the possibility for atypical workers of also working on part-time basis. It is also interesting to note that in our sample, respondents with insecure jobs tend to have more debts resulting from acquiring goods (for example, vehicles) than unemployed individuals. This in turn led to a higher probability of being unable to repay such debts, should the contracts not be extended. 9
Being self-employed seems to significantly reduce the probability of having financial troubles.
As expected, financial access and constraints also seem to affect the probability of experiencing financial struggles. In particular, a respondent with access to a bank account is about 11% more likely to have an income which allows him or her to see through the end of the month compared to a respondent without any account, whereas a respondent who reported being financially constrained will be about 15% more likely to be unable to successfully manage their income. Results are also robust when considering respondents that were discouraged from borrowing (i.e. "FIN CONSTRAINED 2").
Table (5) reports results for the specifications also controlling for the level of financial literacy, from column c to g, and risk aversion, from column d to g. It is important to notice first that in no case is there a drastic change in the coefficients with respect to the baseline specification.
As expected, the level of financial literacy has a negative and significant impact of about 3% on the probability of experiencing financial distress. It is important to note that the effect of financial literacy is added to that resulting from a higher level of education. The level of risk aversion is positive, although not significant, suggesting that individuals less willing to take risks are actually more likely to end up in financial distress. In column e, and only for this cross-sectional analysis, we can additionally control for the amount of precautionary savings the family can rely on to cope with unexpected events. Although it is statistically significant, the addition of this variable among the regressors do not alter the previous results.
In column f and g, in order to control for the level of job insecurity at "family-level" we replace our regressors of main interest with the number of individuals in the family who have an insecure or an atypical job, or are unemployed at the end of year. Similarly to the analysis based on individual level variables, the number of individuals who have an insecure jobs at family level, has a positive effect on the probability of experiencing financial distress, which is economically and statistically similar to that of having in the family a higher number of unemployed individuals. Likewise to the previous analysis, the impact of atypical workers is not statistically significant.
To better identify the effect of financial literacy on financial distress in relation to the different type of job insecurity, we sequentially introduce among the regressors in equation (1) our indicator of financial literacy in interaction with the variables measuring job insecurity (that is, insecure, atypical, and unemployed).
Since the model is non linear, the coefficients on the interaction terms (i.e. how the effect of one variable changes when another variable changes) do not provide the change in the partial effect of the variables on the conditional mean function and care needs to be used to interpret the results (Ai and Norton (2003) , Greene (2010) , Karaca-Mandic et al. (2011) ). In addition, in some cases, the results of hypothesis tests are an artifact of the functional form and do not necessarily have an economically meaningful content (Greene (2010) ). To this end, Table (6) reports the estimated interaction effects, as well as the correct marginal effects for the new model specifications. The results for the main variables are substantially in line with those reported on Table (5) . However, when we look more closely at the effect of financial literacy, by looking at the estimated effects of the interaction terms, when can observe -with the caveats The dependent variable is a categorical variable which measures the financial difficulties households have in keeping up with payments. It ranges from 1 (very easily) to 6 (with great difficulties). For a detailed description of the variables used in this analysis see Table ( highlighted above -that for atypical workers a greater level of financial literacy can reduce the probability of experiencing financial distress. Since these workers are a kind of atypical self-employed workers, in general with higher level of education and job quality, 10 it seems reasonable that atypical workers with a higher level of financial literacy can better handle their financial situation. Interesting to note, the difference between insecure and atypical in columns b and c is also statistically significant at 10%.
Panel data: Ordinal logit
The results of the analysis that relies on Baetschmann et al. (2011)'s estimator are reported in Table (7) . By and large, these results are consistent with the cross-sectional analysis. However, we cannot rely on these estimations to make strong claims on our main variables of interest. As expected in such a short panel, the variables accounting for financial literacy are not significant, because like education, they are slowly changing variables and thus difficult to estimate together. In addition, we only have a limited number of heads of households in our panel dataset that change employment statuses.
For the remainder of this section, we shall thus estimate a random ordinal logit model with clustered errors (Rabe-Hesketh and Skrondal (2008)). However, to explicitly allow unobservable personality traits to be correlated with regressors, we included the group-mean of job characteristics and income as additional predictors in some specifications. This allow us to remove the potential bias in the random effect models, and also to test for correlations between the group-effect and the regressors (Gelman and Hill (2007) ).
The estimated odds ratios are presented in Table (7) . Although the economic impact is now larger, the results are in line with the cross-sectional ordinal-logit analysis. In particular, a parttime activity as well as a greater number of insecure activities are associated with higher levels of financial difficulties, whereas financial access tends to reduce difficulties (see columns a and b). Also consistent with the cross-sectional analysis, low levels of financial literacy will increase the probability of experiencing financial troubles (see column b). In column c we include the group-mean variables as additional regressors. Because coefficients on the mean regressors (not reported), which can be interpreted as a test for individual fixed effects, are almost all insignificant, there is not great residual correlation to be accounted for within our main regressors. However, two exceptions warrant closer attention: the coefficients on the number of job experiences and on the level of income.
A similar conclusion is reached when examining the specification which includes familylevel variables. In line with the cross-sectional analysis, the higher the number of family members with insecure jobs, the higher the probability of being in greater financial distress. This effect is statistically and economically similar to the effect arising from a higher number of unemployed family members. Since the interpretations of interactions in non-linear panel model
is not straightforward and involved the same problems highlighted above, we refrain from replicating for the panel dataset the specification with the interaction terms.
ROBUSTNESS CHECKS
Model specification. The ordered logit model makes an important 'parallel odds' assumption.
It assumes that only the cut-off parameters are different across financial statutes, whereas the slope coefficients of the link function for the parameters of interest remain identical. In the context of our study, this means that individual characteristics are assumed to have an equiproportionate effect on the probabilities of either increases or decreases in financial distress.
To formally test the proportional odds assumption, we use the Wald test and find that our (cross-sectional) model do violate this assumption for a restrict number of variables. Specifically, the variables which do not pass the test were those related to being unemployed and insecure workers, to the level of income, and to having a bank account. We thus fit a model that is less restrictive than the ordinal logit model but more parsimonious and interpretable than those fitted by a non-ordinal method, such as multinomial logistic regression. 11 The differences are largely a matter of degree although a bit more difficult to interpret. In particular, insecure and unemployed workers tend to follow the same path. However, unemployed heads of households tend more likely to be in more extreme categories, i.e. they are more likely to report lower level of financial distress but they are also more likely to report higher level of financial distress 11 In Stata this corresponds to the ogologit2 command developed by Williams (2006) . than insecure workers. Within this framework it also appears crucial to have a bank account to reduce the probability of experiencing higher level of financial distress, whereas the effect of higher level of income can at some point reverse (i.e. with higher level of income increasing the probability of experiencing higher level of financial distress).
Endogeneity problem. One of the main concern is that the main variables of interest (i.e.
insecure and unemployed) might be endogenous because of the potential correlation with idiosyncratic component of the error term that also generates an increase in the probability of financial distress. To address this issue, we must identify determinants of job insecurity and unemployement that are not correlated with the error term in equation (1). We thus rely on the number of workers enrolled in the main Italian trade union as well as the number of labour conflicts for contract renewal as our instrumental variables in 1997, the year in which a fundamental re-organization of the labour market has taken place (see footnote 1). The main idea is that the higher the strength of the trade union was in 1997 within each region, the lower the level of job insecurity is in the years of our investigation. It is also important to stress that the forces behind the change in the Italian labour market where substantially different from the forces that driven the development of the financial system in the first half of the 1980s (see Guiso et al. 2004 ).
First, we follow Rivers and Vuong 1988' procedure to test for endogeneity. We first regress the dummy for insecure and unemployed workers on our exogenous variables, regional and wave dummies, and the trade-union instruments (also interacted with the wave dummies). We then add the residual of this equation to the equation for financial distress. The t-statistic on its coefficient is a test of endogeneity. The analysis (not reported) evidences a t-statistic equal to -4.03 for insecure, suggesting the endogeneity of our variable for insecure workers, and equal to 1.28 for unemployed, suggesting there is no endogeneity problem for this variable. The first-stage regression also highlighted a negative and statistically significant relationship between the dummy for insecure workers and the unionized workers and labour conflicts in 1997, whereas a milder relationship exists for unemployed workers (suggesting that our instruments are weaker for this variable).
We therefore compute a two-stage least-squares generalization for panel data of the IV method instrumenting for the insecure and unemployed dummies, relying on the trade-union members and number of conflicts as our instrumental variables (also in interactions with wave dummies), lagged values of unmployed and insecure, along with regional dummies. Results confirm and reinforce our previous analysis, suggesting that insecure workers are more likely to experience financial distress (see column IV in (7)). The results are statistically significant and tests of overidentifying restrictions confirms that our instruments are valid. We refrain, however, from economically intepreting these coefficients. The size of these coefficients is actually "too high"
probably due to the small time-variation in these variables in such a short panel and instruments are weak for unemployed. On the other hand, we remain coinfident on the general interpretation of our analysis as these results are qualitatively consistent with the cross-sectional analysis.
Behavioural Characteristiscs. We also constructed proxies to account for behavioral characteristics; our results were in line with previous work. In particular, as in McCarthy (2011) and Anderloni et al. (2012) , impatience individuals are more likely to experience financial distress, whereas organized individuals are less likely to experience such distress. 12 In addition, the introduction of these variables reduced the impact of financial literacy. However, the stability of behavioural traits over the lifecycle (and employment statuses) is still a controversial strand of the research in psychology (see, for example, Borghans et al. (2008) ). 13 Thus, in order to have clear indications about the role of behavioral traits on financial distress, further research is needed.
12 In particular, we proxy "live for today", "organized", and "impatience" by means of the following questions in our analyses of robustness:
• How often do you check the balance in your current account? at least once a week | at least once a fortnight | less than once a month | never | don't know
• Which of the following options best describes your actions when you receive your bank statement? I check my receipts against the statement | I check that the amounts credited and debited in the statement are reasonable | I just check the balance | I don't read it | I don't receive a statement | don't know
• Imagine that you find yourself in the following situation You have won the lottery and will receive a sum equal to your household's net yearly revenue. 
CONCLUSIONS
In this paper we investigated the relationship between different job categories and financial distress, taking into account financial access and literacy. We found that heads of households with insecure jobs are more likely to experience financial distress. This probability is higher if insecure workers are employed on a part-time basis. This result also appears robust in a setting that control for family (job) characteristics and in our panel specification, which further controls for unobserved head of household's characteristics and endogeneity problem. Since in our dataset insecure workers are more likely to look for credit and hold debts in order to purchase goods, these results seem to identify insecure workers' attempts to be "consumers"
-despite the uncertainty in their income -as a possible driver of financial distress. However, higher levels of financial literacy counterbalance the observed negative effects of job insecurity by reducing the probability of higher levels of financial distress, especially for atypical workers.
Further research is needed to fully complete the picture suggested by these results, particularly in the areas of the stability of behavioral parameters over time and employment status.
